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Canada’s National Housing Act offers a 
variety of forms of financial assistance 
designed to encourage public and pri- 
vate efforts in the provision of low-rental 
housing accommodation. 


Under Section 15 of the Act, 95% loans 
are available to any organization, cor- 
poration or individual wishing to under- 
take low-rental projects either through 
new construction or the purchase and 
improvement of existing buildings. 


Accommodation provided under these 
arrangements is intended to serve fam- 
ilies and individuals whose incomes are 
inadequate to meet current rentals on 
the open market. In addition to self- 
contained dwellings, developments may 
consist of dormitory or hostel accom- 
modation. Projects designed specifically 
for elderly persons may provide limited 
personal and nursing care. Loans to 
meet the housing needs of other special 
groups will also be considered. 


Reduced rentals are made possible 
through the special terms of the NHA 
loan which is ata preferred rate of in- 
terest and for an amortization period of 
up to 50 years. 


These facilities are used extensively by 
such organizations as church groups 
and service clubs to support their efforts 
in undertaking housing projects ona 
non-profit basis, particularly for elderly 
and handicapped persons. Under these 
arrangements the lowest possible rent- 
als are achieved. 


Loans of this type may be arranged 
through any local office of the Federal 
housing agency, Central Mortgage and 
Housing Corporation. 


Loan Amount 


Loans for low-rental housing projects 
may be up to 95% of the lending value 
of the project subject to the following 


maximum amounts: 
Houses $25,000 per unit 


Apartments, 
self-contained $18,000 per unit 


Hostels, $ 7,000 per person 
shared facilities accommodated 


Where only improvement or conversion 
is involved the loan cannot exceed rea- 
sonable costs as determined by CMHC. 


Lending Value 


‘Lending value’ is the value of the proj- 
ect for mortgage purposes as estab- 
lished by CMHC and may be equal to 
or less than the borrower’s estimate of 
total cost. 


Loan Term 


The loan may be for a term up to 50 
years. | 


Equity and Security Requirements 


The borrower must provide the differ- 
ence between the NHA loan amount and 
the total cost of the development. This 
equity may be in the form of cash, 
capitalized construction profits, land, 
services, or any combination of these 
elements. 


Security is to be in the form of a first 
mortgage on the project in favor of the 
Corporation. 


Interest Rate 


The interest rate for loans for low-rental 
housing projects is considerably lower 
than the usual rate for insured lending 
under the NHA. The rate-is reviewed 
periodically and established by the 


Governor in Council. Details regarding 
the current rate may be obtained from 
the nearest CMHC office. 


Rentals 


Maximum rentals for the project are set 
out in the contract agreement between 
the borrower and the Corporation. They 
may not be changed without Corpora- 
tion consent. They take into account the 
size of the various units, the extent of 
services provided and normal market 
rents in the vicinity. The agreed rents, in 
turn, determine the maximum income 
limits of tenants for occupancy of units 
in the development. 


Where there is a change in the operating 
costs of the project, the maximum rent- 
als may be altered with the approval of 
CMHC. 


Repayment of Loans 


Repayment generally is made in equal 
monthly instalments which include pay- 
ment of loan principal, interest, and one- 
twelfth of the estimated annual munic- 
ipal taxes. Monthly instalments may 

vary from time to time in order to reflect 
changes in municipal tax charges. 


Application for Loan 


Before submitting a formal application 

it is recommended that the sponsor ofa 
low-rental project discuss the proposed 
development with the manager of the 
local CMHC office. This will enable the 
Corporation to indicate its preliminary 
views concerning the project without 
unnecessary expense being incurred by 
the applicant. 


For purposes of discussion, the pro- 
spective borrower must present specific 
evidence that conditions of shortage, 
overcrowding or sub-standard housing 


for low-income individuals or families 
exist in the district. Evidence of adequate 
planning must also be presented to- 
gether with a guarantee that municipal 
services such as roads, sidewalks, 
street lighting, sewer and water lines 
are, or will be, available on completion 
of the project. 


The borrower will also be required to 
satisfy CMHC that he has the necessary 
organizational and managerial expe- 
rience to administer the planning, con- 
struction and operation of the proposed 
project. 


He must also be able to prove that he 
has funds sufficient, when added to the 
loan, to pay the entire cost of construc- 
tion and ensure the completion of the 
project. . 


Application Fee 


The actual application is made by com- 
pleting the form CMHC 301 which is to 
be submitted to the Corporation togeth- 
er with an application fee of $35.00 

for each unit or, for hostels, $17.50 per 
person accommodated in the project. 
No application fee will be required fora 
project that is sponsored by a non-profit 
corporation. 


Plans 


Two copies each of the plans, specifica- 
tions and plot plan for the project must 
accompany the application. These may 
be preliminary plans. 


Loan Advances 


The first loan advance from CMHC is 
made available when warranted by 
construction progress, providing the 
conditions of loan approval have been 
met. These conditions require the 
execution of a mortgage and operating 


agreement and the presentation of ac- 
ceptable working drawings including 
structural, mechanical and electrical 
details of the project. 


Advances are then made periodically 
throughout the course of construction. 
To keep construction progressing with- 
out interruption, the borrower must have 
temporary building funds available that 
are somewhat greater than the actual 
initial equity necessary. 


Inspections 


CMHC will make a number of construc- 
tion inspections while the project is 
being built. These are not full architec- 
tural, engineering or Supervisory inspec- 
tions but are made to ensure the devel- 
opment is built in reasonable conformity 
with the approved plans and specifica- 
tions and the housing standards pre- 
scribed by CMHC. They also serve to 
check construction progress for the 
purpose of loan advances. 


Provincial Assistance 


Dependent upon the purpose for which 
a project is being provided the borrower 
may be entitled to financial assistance 
from provincial governments. Sponsors 
should contact the appropriate provincial 
authorities in order to ascertain whether 
or not their undertaking qualifies for 
such assistance. 


Central Mortgage and Housing Corpora- 
tion, the Federal housing agency, Is re- 
sponsible for administering the National 
Housing Act. 


This legislation offers facilities designed 
to aid in the improvement of housing 
and living conditions in Canada. As a 
result, the Corporation has interests in 
all aspects of housing and urban growth 
and development. In addition to mort- 
gage lending, it is concerned with hous- 
ing research, urban planning and 
renewal, the development of a market 
for mortgages, improved housing design 
and construction, and the provision of 
accommodation to meet the needs of 
special groups such as elderly persons, 
families or individuals of low income, 
and students. 
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